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SUBJECT: INCOME TAX TREATY - GRANTS AND COMPULSORY LOANS 

1 . ARTICLE 10 (GRANTS) OF TREATY NEGOTIATED PRIOR TO 
FORMULATION OF ISRAELI LAW ON INVESTMENT GRANTS. EMBASSY 
REQUESTED TO DISCUSS WITH GOI TAX POLICY OFFICIALS 
RELEVANCE OF TREATY GRANT PROVISION UNDER CURRENT ISRAELI 
LAW. TREATY REQUIRES THAT GRANT BE MADE TO U.S. RESIDENT 

IN ORDER TO QUALIFY. ARE GRANTS MADE TO U.S. INVESTOR OR 
TO ISRAELI SUB? WOULD APPRECIATE DETAILED EXPLANATION OF 
HOW GRANTS OPERATE IN ISRAELI LAW IN PREPARATION FOR 
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SENATE HEARINGS ON TREATY, NOT YET SCHEDULED. 

2. UNDERSTAND THAT ISRAELI TAX REFORM ABOLISHED MOST 
COMPULSORY LOANS. ART. 26 PROVIDES U.S. CREDIT FOR 
ISRAELI COMPULSORY LOANS. PLEASE INQUIRE ALSO WHETHER 
LOAN PROVISION STILL RELEVANT IN ANY CASES. 
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